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INTRODUCTION 


There are today two new major trends among prominent econ¬ 
omists on the subject of monopoly. The first is to compile 
statistical data to prove that monopoly is insignificant and con¬ 
stitutes no problem for the American people. The second is to 
muster theoretical arguments to convince the public that mo¬ 
nopoly, if called by some other name, becomes good for the 
people and is necessary to the economic development of the 
nation. 

Even within these major trends there are different “schools” 
of thought and even conflicts and points of controversy. But 
essentially these proofs and “new” theories boil down to the 
same conclusion: The people of this country have nothing to 
fear from monopoly. 

Popular opinion in the United States has traditionally opposed 
the concentration of economic power in the hands of a few indus¬ 
trial giants. Before the turn of the century, farmers and the mid¬ 
dle class, ruthlessly squeezed out by swashbuckling captains of 
industry, united with the growing forces of labor to win the pas¬ 
sage of the Sherman Antitrust Act. 

This Act was designed to prevent “unlawful restraint and mo¬ 
nopolies.” From time to time, under strong pressure of popular 
demand, new laws were passed to fill loopholes poked in this 
law by well-paid corporation attorneys. Yet numerous private 
and governmental investigations exposed the fact that by the 
1930’s monopoly had become so widespread that eight major in¬ 
terest groups dominated the nation through a web of stock own¬ 
ership, interlocking directorates, and financial ties.* 

The persistence of anti-monopoly traditions was reflected in 
Roosevelt s promise to “drive the money-changers from the tem¬ 
ple” in the New Deal period. Indeed, such legislation as a ban 

• These groups and their significance have been discussed in our Monop¬ 
oly Today , and in our recent booklet, Billionaire Corporations. 
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on utility holding companies helped to check somewhat the 
growth of monopoly during those years, but decisive monopoly 
power remained and new forms were found to assure it further 
growth. 

The monopolies used this power to extract concessions from 
the government as their price for the needed production in 
World War II. Monopoly continued to expand, with the aid of 
concentrated war contracts, accelerated tax amortization, chan¬ 
neling of limited raw material supplies, and increased occupation 
of executive offices by the representatives of big business. 

The growth of monopoly political power continued with the 
overthrow of the New Deal coalition following the death of 
Roosevelt, and reached new heights with the Korean War and 
the Eisenhower Administration, which is openly run by lead¬ 
ing representatives of the big trusts. Again the monopolies are 
running wild on concentrated government contracts, tax conces¬ 
sions, and give-aways of public property. The pace of corporate 
mergers approaches the boom years of the 1920 , s, while argu¬ 
ments about “diminishing monopoly* fade before the reality of 
the crushing of competition in the auto industry by the “Big 
Two” (formerly “Big Three”). 

It is within this framework that economists are trying to con¬ 
vince the American people that they need not fear monopoly 
domination. 

The argument that industry is growing less concentrated has 
become very popular in business and academic circles. A. D. H. 
Kaplan of the Brookings Institution has attempted to show that 
“small businesses have been doing better, in relation to the over¬ 
all national economy, than the big fellows;” that industrial 
giants are not “immune to competition;” and that “vigorous com¬ 
petition exists in industries dominated by a few very large com¬ 
panies.” 1 This report was highly praised by the Chamber of Com¬ 
merce of the United States in its Economic Intelligence , which 
concluded in its own report that “contrary to the opinions of 
many people, the evidence today indicates a declining concentra¬ 
tion in American business.” 2 

A similar view was expressed by President Eisenhower, head 
of a cabinet of millionaires, when he declared in his Economic 
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Report, January 1954, that “effective competition” is found among 
the large corporations. This, he says, brings “technical progress 
and price reductions to consumers.” 

Among the prominent economists who have compiled statisti¬ 
cal data to prove that monopoly has declined are Professors 
George J. Stigler of Columbia* G. Warren Nutter of Yale, and 
M. A. Adelman of the Massachusetts Institute of Technology. 
Others have attempted to revise traditional bourgeois theory in 
order to justify monopoly control. Among these are Harvard pro¬ 
fessors John K. Galbraith and Edward H. Chamberlin; and in a 
special sense, the British economist, Joan Robinson. In addition, 
there is the “workable competition” school, which includes such 
well-known economists as Professor John Maurice Clark of Co¬ 
lumbia, Dr. Kaplan of the Brookings Institution, and Professor 
Joe S. Bain of the University of California. Among the recent 
publicists who have attempted to justify monopoly, is David 
Lilienthal, formerly of TV A and the Atomic Energy Commission. 

These economists are leaders in developing the dominant 
trends of economic theory in this country and exert a wide influ¬ 
ence over the thinking of both students and businessmen. Their 
works are largely used as foundations for governmental policies. 
Examination of their arguments is essential for those who would 
argue that monopoly domination of our economic and political 
life constitutes a threat to our national well-being. 



1 STATISTICAL “PROOFS” OF 
MONOPOLY DECLINE 


How Much Monopoly? 

After analyzing the available statistical data up to 1939 in his 
Five Lectures on Economic Problems , Professor Stigler con¬ 
cludes: “It seems conservative to estimate that the competitive 
industries were producing seven-tenths of the national income” 
in 1939 and utilizing more than four-fifths of the labor force. 8 

Stiglers standards for classifying industries as competitive or 
monopolistic permit gross understatement of the true extent of 
monopoly control. He sets up two conditions, either of which an 
industry must meet to be classified as competitive: 

“1. It must possess a large number of independent firms, none 
dominant in size, and new firms must be able to enter the 
industry. 

“2. It may possess few firms, or a few firms of relatively large 
size, but the departures from a competitive situation are not 
large. A competitive situation is characterized by price or prod¬ 
uct competition of the individual firms, leading to approximate 
equality of price and marginal cost in the long run.” 4 

The existence of a large number of firms of equal size-even 
where free entry exists—does not automatically mean, as Stigler 
implies, that monopoly control is not present; at most it suggests 
the absence of direct monopoly control. 

But as Robert Brady points out in his exposition of monopoly 
control, Business As a System of Power* the “real significance” 
of the growth of large firms is found 'less in the exercise of 
direct monopolistic powers than in the position of leadership of 
these giant concerns in their respective fields.” This leadership 
is exercised, first, through such devices as price leadership, 
sharing the market, price stabilization, non-price competition, 
and the like; and, second, through trade associations. Brady em¬ 
it) 
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phasizes that, through the National Association of Manufactur¬ 
ers, a “small coterie of giant concerns are able to dominate, fairly 
completely, policies which affect to some extent all fields and 
functions of American industry.” 6 

However, most statisticians, like Stigler, ignore indirect mo¬ 
nopoly control. In the first place, it is difficult to measure indirect 
control statistically. But, more fundamentally, most statisticians 
develop their analyses within the framework of traditional bour¬ 
geois economic theory and its assumptions. These assumptions 
ignore the whole fabric of class relationships through which 
monopoly control is exercised. 

This approach excludes analysis of capitalist exploitation as 
the source of profit. Therefore, it cannot give a true picture of 
capital accumulation as leading to the growth of monopoly. Fur¬ 
thermore, the traditional approach fails to expose such integral 
aspects of monopoly control as the interrelations among large 
industrial firms, the merger of bank and industrial capital, and 
the establishment of cartels and trade associations, as well as the 
domination by finance capital of the political superstructure of 
the nation. 

The effect of such an approach on the results of statistical 
analysis may be understood when it is realized, as the well- 
known statistician, Professor F. C. Mills, points out, that quali¬ 
tative considerations must enter into the solution of such eco¬ 
nomic problems, “helping to determine the questions to be asked 
and the methods to be employed.” 7 

Thus, the very framework within which present-day bourgeois 
statisticians approach the study of monopoly, and the limited, 
two-dimensional definitions of monopoly with which they begin, 
contain hidden “built-in” biases that so limit and distort the scope 
of their examination as to almost guarantee that conclusions 
favorable to the monopolists will emerge. 

What Is a “Competitive Situation”? 

It is difficult to determine objectively whether “departures 
from a competitive situation” are ‘large,” according to Stiglers 
second criterion; for to do so it must be possible, by his own 
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method, to ascertain whether given prices are at or above the 
marginal cost of production. 

Fundamentally, underlying the concept of a profit norm under 
competition is the assumption that profit is the price paid for the 
use of capital, just as there is also a price paid for the use of 
raw materials and labor. This concept effectively obscures the 
basic fact that all profit derives from exploitation, the expropria¬ 
tion of surplus value from the workers. It is true that, under com¬ 
petition, an average rate of profit is established through alloca¬ 
tion to individual capitals of a proportionate share of the total 
surplus value produced; 8 and that monopolies aim to increase 
their share of the profits at the expense of other firms as well as 
through increased exploitation of the workers. But the long-term 
rate of profit obtained by any given firm is affected by the rela¬ 
tive strength of the working class and the capitalist class as a 
whole; the struggle between the individual firm and its employ¬ 
ees; and the relative degree of monopoly attained by the indi¬ 
vidual firm. 

Since there is no objective profit norm determined under com¬ 
petition by the “costs” of capital, as Stiglers second criterion 
assumes, there is much room for doubt as to whether a prevail¬ 
ing profit rate indicates a competitive situation. 

Even Stigler himself, in discussing the steel industry before a 
Congressional committee, referred to the "enormous number of 
ambiguities in the accounts” and "very important points at which 
accountants differ from economists” as to how accounting of 
profits should be made in any given case. 9 

The results of the application of these standards to given cases 
are affected by the definition of "industry.” Stigler arbitrarily 
selects limited aspects of the production process as an "industry.” 
Thus he classifies the iron and steel products industry, account¬ 
ing for about 30% of the steel industry as a whole, as competitive 
because the final fabricating of such items as hardware, heating 
apparatus, stampings, bolts and nuts, etc., is done by a number 
of firms. But such classification ignores the fact that a handful 
of large concerns—U.S. Steel, Bethlehem Steel, Inland Steel, 
Republic, Jones & Laughlin—dominate production of all these 
items through control of sources of raw materials and the basic 
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production processes. The way this domination works is indi¬ 
cated by Iron Age : 

For years, larger steel companies have sold huge quantities of semi¬ 
finished steel to nonintegrated firms only to face competition from these 
companies in the sale of finished steel products. Now, with the large steel 
mills requiring semifinished steel for their own finishing mills, there is a 
marked disposition to drastically slash the tonnage of semifinished steel 
being shipped to nonintegrated makers. For this reason, it is expected that 
unless management of the smaller companies can, like a few units in the 
category, find their own markets in the form of specialties or special ser¬ 
vices, the going may he so rough as to cause casualties . 10 

The result of Stigler s definition of an industry, of course, tends 
to understate the degree of monopoly. 

Some Fantastic Results 

The inadequacies of Professor Stigler’s criteria for classification 
of industries as competitive or monopolistic are illustrated by 
some of his fantastic results: 

1. The crude oil industry is classified as competitive despite 
the fact that, although 26 top firms account for over two-thirds 
of the output, 11 their output is subject to regulation by a mo¬ 
nopoly-controlled government agency, their oil is sent through 
monopoly-controlled pipe lines, and is sold mainly to a handful 
of large refining and distributing firms; and essential equipment 
is increasingly obtained from monopoly sources. 12 

2. The rubber tire and tube industry is classified as competi¬ 
tive although 88% of the total assets of the industry are owned 
by four concerns which are under the domination of large 
finance capital groups: Goodrich (Morgan); U.S. Rubber (du 
Pont); Goodyear (Cleveland group); and Firestone (close to 
National City Bank and Morgan interests). 18 

3. Stigler “can*t decide** whether a number of industries are 
competitive or not. Among such industries in which monopoly 
control is strong are the large general and industrial machinery 
industry, the communications equipment industry, and the air¬ 
craft industry. In aircraft alone, the top two firms owned 25.43! 
of the assets of the industry in 1947; the top eight firms owned 
73.7*. 14 
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4. Stigler asserts that governmental activities are 4 not alloca¬ 
ble,” that is, he cannot decide whether they are monopolistic or 
competitive. But in the era of monopoly capitalism, in the coun¬ 
try which is monopoly capitalism s main source of strength eco¬ 
nomically and politically, and in a period when governmental 
economic activities on behalf of monopoly capitalism have grown 
tremendously, the failure to allocate governmental activities fur¬ 
ther understates the influence of monopoly. 

The list of industries erroneously classified as “competitive” is 
much longer than the few examples cited here. 

Once Stigler has classified—or misclassified—the industries, he 
proceeds to “combine” them to determine what proportion of 
all industry is competitive. For this purpose he totals first the 
income originating in industries within the competitive and 
monopolistic categories, and second the number of persons em¬ 
ployed bv the industries in each category. Measured by the first 
method, he concludes that about 30% of all industry he is able to 
classify is monopolized; measured by the second, he finds only 
about 20% of all industry is monopolized. 

Even accepting Stigler’s classification of individual industries, 
his statistical results, upon careful examination, will reveal con¬ 
clusions very different from the comfortable ones he has drawn. 
If his figures are broken down into the basic sectors (manufac¬ 
turing, mining, transportation, communications, contract con¬ 
struction, and agriculture) and the secondary sectors of the econ¬ 
omy which are peripheral and derivative (including service, 
trade, finance, and governmental industry groups), two inter¬ 
esting facts emerge; 

1. The basic sector, as measured by Stigler’s method, accounts 
for less than a half of the national income in 1939. The total 
national income then was $72,523 million with the basic sector 
accounting for $35,317 million. 

2. Direct monopoly control is four times as strong in the basic 
sector as it is in the secondary sector. Monopolized industries 
account for 40% of the income originating in the basic sector 
compared to 10% of the income originating in the secondary sector. 

This breakdown again emphasizes the danger of accepting 
uncritically the overall, total, or average figures provided by bour- 
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geois economists. Measurement of the importance of a given 
industry to the total economy in terms of its dollar “contribu¬ 
tion” to national income, or even measurement in terms of num¬ 
ber of workers employed, obscures the fundamental laws of the 
economic system. For, what takes place in the basic sector pro¬ 
foundly affects all areas of the economy. Prices charged in the 
basic sector determine the costs and hence the profitability of 
other areas of the economy. Wage rate “patterns” established in 
the basic sector powerfully influence wage rates everywhere. 
Fundamental investment and employment decisions in the basic 
sector influence the extent of depression or prosperity throughout 
the economy. Major influence is exercised by representatives of 
the basic sector in government, as exemplified most directly by 
the Eisenhower Cabinet. 

Even the Federal Trade Commission has emphasized that it 
is in the basic industries that “. . . concentration mos f vitally 
affects the economic welfare of the entire country. For manufac¬ 
turing is pivotal and its periodic expansions and contractions 
determine in large part the level of activity achieved in every 
other sector of the economy. 1B 

To equate, as does Stigler’s method, a dollar earned or a worker 
hired by a barber shop with a dollar earned or a worker hired 
by a steel mill, is to ignore the qualitatively more significant 
influence exercised by every dollar invested or worker employed 
in the basic sector of industry. 

This difference may be sharply illustrated by comparing the 
dollar contribution to national income of the service industries 
included in the secondary sector (hotels, amusements, education, 
advertising, etc.) with the mining industries (coal, iron, copper, 
lead, silver, crude oil, natural gas, etc.) plus the transportation 
industries (railroads, airplanes, oil pipe lines, highway passen¬ 
gers and freight, etc.) plus electrical machinery, plus the auto 
industry, all from the basic sector. The service industries alone 
contribute more than all the others combined: $8,080 million 
compared to $7,182 million. But if mining alone should cease— 
not to mention the other basic industries—production of commod¬ 
ities in the nation would practically come to a standstill; whereas, 
at worst, cessation of the service industries would be incon¬ 
venient. 
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To sum up, then, examination of the statistical data upon 
which Stigler rests his startling conclusion that monopoly is a 
relatively insignificant aspect of economic life in the United 
States today, shows that he has grossly understated the actual 
influence of monopoly domination by: (1) limiting his statistics 
to measurement of direct monopoly control; (2) employing in¬ 
adequate standards of classification to determine whether a given 
industry is competitive; (3) using data for industry as a whole 
instead of making the important distinction between the basic 
and secondary sectors. 

Nutter “Proves” Monopoly s Decline 

Professor G. Warren Nutter of Yale in his book. The Extent 
of Enterprise Monopoly in the United States, 1899-1939, aims to 
show that monopoly has not grown. 10 He compares the extent of 
monopoly in 1899 and in 1939, on the basis of data previously 
compiled by others. 

The 1899 estimate of monopoly control shows 17.4% of the 
national income produced by the monopolized sector. This in¬ 
cludes industries in which the largest four concerns produce at 
least one half the value of total output of the industry. The 1939 
estimate is the average of two separate estimates. One includes 
only those in which the top four concerns produce half the out¬ 
put and excludes industries not included in the 1899 estimate: 
agriculture, trade, and services. This estimate shows only 12.9% 
of the national income produced by the monopolistic sector- 
much less than the 1899 estimate. The second 1939 estimate 
includes all industries in which the top four concerns produce 
half the value, plus any which Nutter believes do not meet the 
criteria for competition established by Clair Wilcox. 0 It includes 

* Nutter quotes Wilcox's summary of criteria for competition as follows: 
‘'Within those fields where producers are numerous, where the degree of 
concentration is low, where the prices charged by different firms are not 
identical, where these prices are not rigidly maintained over long periods 
of time, where the volume of production is not drastically curtailed at the 
onset of depression, where productive capacity is largely utilized during 
each of the phases of the trade cycle, where profits are moderate, where 
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more industries than the 1899 estimate, although it leaves con¬ 
siderably more room for individual bias, and shows that the 
monopolized sector produced 21.2% of the national income. 

Nutters procedure opens his conclusions to a great deal of 
doubt. First, like his colleagues, he ignores indirect monopoly 
influence which, partly in order to evade antitrust legislation, 
has become increasingly important over the last half century. 
Second, monopoly control has grown rapidly, especially in recent 
decades, in trade, services and agriculture, which he excludes 
entirely in 1899 and partially in 1939. 

In agriculture, alone, a basic industry, concentration had so 
increased by 1949 that 41% of the farm land in the United States 
was owned by only 3% of all farm owners. An estimated one mil¬ 
lion farm units have disappeared in the last 20 years, and the 
farm population has shrunk about 20%, according to the 1950 
census. By 1949, 9% of all farms realized more income from their 
farm crops than the entire remaining 91%. Census figures show 
that the share of the total farm production accounted for by 
small farmers had been cut in half between 1900 and 1945; the 
share of the top 5% of the farms had been increased by half. In 
1949, Metropolitan Life Insurance Co. alone owned and oper¬ 
ated over 7,000 farms in 25 states. 17 

Monopoly capital exercises indirect control in agriculture by 
influencing government-imposed output quotas and price sup¬ 
port programs; and by control of credit, farm machinery, feed 
and fertilizer. Monopoly capital exerts influence as a purchaser 
of farm products through its ownership of food processing cen¬ 
ters. Big speculators can also artificially manipulate prices on 
the commodity exchanges for wheat, cotton, eggs, and other 
farm products. 

Concentration in industries using farm products was shown in 
the Federal Trade Commission's report on Concentration of Pro - 
ductive Facilities , 1947 . This indicated that the proportion of 

the turnover of producing units is rapid, and where the rate of business 
mortality is high, there is a presumption that effective competition pre¬ 
vails.” (Clair Wilcox, Competition and Monopoly in American Industry, 
Temporary National Economic Committee, Monograph No. 21, Washing¬ 
ton, 1940.) Actually Nutter uses 1937 data and provides a separate link¬ 
age with 1939. But this makes no significant difference in the results. 
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net capital assets owned by top companies was then as follows: 
In meat products, four owned 69$; in grain milling, five owned 
41$; in bread and others, eight owned 38$; in biscuits and crack¬ 
ers, six owned 72$; and in dairy, three companies owned 56$ of 
the assets. 

Monopoly domination of trade (in the secondary sector) is 
also growing. For example, the Safeway Stores, between 1940 
and 1947, bought up 12 meat-packing plants, 15 cheese compa¬ 
nies, 8 butter firms, one bakery products company, one gelatin 
dessert company, and some competing retail establishments. 18 
General Foods Corporation between 1941 and 1946 bought up 
17 food concerns. 19 National Dairy Products Corp. acquired 
between 1924 and 1945 over 400 firms engaged in processing 
and distributing milk and milk products; the Borden Co. acquired 
431 companies from 1927 to 1945. 20 During the 1920s indepen¬ 
dent dealers distributed almost all replacement tires, but by 
1950 the independents' share of the market had dropped to 48$. 
(Replacement tires are all new tires except those with which 
new cars are equipped when sold.) 21 

An example of recent growth of monopoly control is found in 
the shoe industry where the main three concerns are rapidly 
reducing independent retail firms practically to the status of 
employees through various forms of franchise as well as through 
outright purchase. General Shoe Corp., in addition to 308 directly- 
owned retail stores, controls 127 franchised stores. The Brown 
Shoe Co. controls 537 stores, 119 of which were added during 
the last three years. In addition, it bought the Wohl Shoe Co. 
with 325 stores in 1951. 

The biggest company. International Shoe Corp., since 1950 
has put some 240 retail stores into operation by providing not 
only three-fourths of their capital on a ten-year loan, but also 
bookkeeping, inventory, advertising and other services. Under 
this arrangement the store “owners” report weekly to Interna¬ 
tional. Some 700 retailers buy 100$ of their shoes from Interna¬ 
tional in return for services provided under its “Concentration 
Plan.” Besides, some 500 self-financed retailers get some of these 
services and buy a substantial amount of their stock from Inter¬ 
national. 22 Thus in the shoe field more and more stores are being 
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caught in the web of controls spun by the three giant concerns. 

The growth of monopoly domination of the service industry 
is illustrated by the fact that about 70% of the first-run movie 
houses in U.S. cities of more than 100,000 population are con¬ 
trolled by the five big corporations that dominate movie produc¬ 
tion. 23 This industry did not even exist in 1899. 

By excluding, entirely in 1899 and partially in 1939, these 
trade, service and farm industries (where concentration has 
grown rapidly) Nutter greatly understates the growth of mo¬ 
nopoly over the last 50 years. 

Classification of Industries 

Nutters definition of industries, like Stigler s, leads to ques¬ 
tionable classifications. First, he concludes that in such a vital 
basic industry as iron and steel products the relative extent of 
monopoly control has decreased by about half in the last 40 
years. Like Stigler, he considers the industry only in terms of 
final fabricators. He ignores the fact that over the last four 
decades single integrated firms have taken over all aspects of 
production from raw materials to all finished iron and steel 
products. 

The effect of this misclassification is great, for the iron and 
steel products industry, by Nutters own figures, increased its 
relative contribution to national income (as compared to the rest 
of the manufacturing industries) by about a third over the last 
40 years. If the actual growth of monopoly power in that indus¬ 
try alone had been exposed, it would have pictured a much 
greater increase in monopoly for all manufacturing from 1899 
to 1939. 

Second, Nutter included transportation industries (railroads, 
steamships, pipelines, etc.) and public utilities as monopolistic 
in 1899, but classified them in the government sector in 1939 
because by then, he maintained, they had come under effective 
government supervision. He ignores the fact that present law 
permits privately-owned monopoly to function under supervision 
of such government agencies as the Interstate Commerce Com¬ 
mission which are themselves dominated by monopoly interests. 
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The transportation industries alone accounted for almost a tenth 
of the national income at both dates; to include them as monopo¬ 
listic earlier and exclude them later is a sleight-of-hand trick 
which decreases the apparent growth of monopoly. 

Income Data and Choice of Dates 

Nutter again, like Stigler, uses overall income figures to esti¬ 
mate the relative significance of monopoly control. But accord¬ 
ing to Nutter’s own data and despite his misclassifications, mo¬ 
nopoly grew very significantly in the basic industries from 1899 
to 1939. In transportation equipment, including auto, monopoly 
increased from 57.3% to 93.2%; in petroleum and coal products 
from 46.8% to 79.0%; in chemicals from 24.3% to 51.9% (according 
to his first method of estimation in 1939, or to 33.5% according to 
his second method.) Such an increase in monopoly in basic 
industries shows that monopoly over the four decades had made 
deep inroads into the economic life of the nation. This vital 
aspect of economic reality is obscured by Nutters overall figures. 

Another reason why Nutters study does not show a greater 
growth in monopoly is the happy coincidence—if it is a coinci¬ 
dence-involved in the choice of the earlier date. Had he chosen, 
say 1890, instead of 1899 for his earlier date, his figures would 
have shown perhaps three times as much growth in monopoly 
as they do. It is true that the period from 1897 to 1902 witnessed 
the most tremendous spurt of mergers, trusts, and combinations 
in the history of the country. Spurred by the passage of unusu¬ 
ally favorable incorporation laws by the New Jersey legislature 
in 1893 and the Delaware legislature in 1899, combinations oc¬ 
curred in virtually every important industry. But a substantial 
number of the combinations formed during 1897-1902 proved to 
be less profitable than the pre-combination companies had been 
and went out of existence within five or ten years. While Nutter 
refers to 1899 as his earlier year, he selects his evidence, not as 
of 1899, but as of any time between 1895 and 1904, the entire 
period of the merger movement. By selecting as the early date 
this period of unusually high and somewhat temporary merger 
activity, he understates the real growth of monopoly in the suc¬ 
ceeding 40 years. 
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Results Show Monopoly Increase 

Despite these errors in his method, Nutters final results do 
not actually prove that monopoly has declined. He shows his 
allocation of national income for the two dates as follows: 

SOURCES OF NATIONAL INCOME 



% Originating 
in MonojHilisiic 
Industries 

% Originating 
in Competitive 
Industries 

% Originating 
in Government 

Total 

1899 

17.4 

76.1 

6.5 

100 

1939 

15.2 

59.6 

25.2 

100 


Most notable is the increase in “income originating in govern¬ 
ment.” But if we exclude this share of the total and consider only 
non-government sources of income, it is clear that the “monopo¬ 
listic” had risen and the “competitive” declined. The figures 
would show that of the non-government sources of income the 
share from the “monopolistic” industries (as classified by Nutter) 
rose from 18.6% in 1899 to 20.3% in 1939, while the percentage 
from “competitive” industries fell from 81.4% to 79.7%. 

Furthermore, the four-fold growth in the governmental sector 
between 1899 and 1939, from 6.5% to 25.2% of the national income 
(to say nothing of the tremendous growth since 1939), reflects 
the merger of the government apparatus with finance capital. 
The U.S. government has for many decades generally been dom¬ 
inated by big business. Under the New Deal the tremendous 
struggles of the people for decent living and working conditions 
were reflected in many governmental measures. At the same time 
much legislation was passed—first under NRA, later special meas¬ 
ures carrying out aspects of the NRA program—which strength¬ 
ened ties between business and government agencies. During 
World War II, and especially since the end of the war, this 
trend was greatly accelerated. That Trumans “Fair Deal” Admin¬ 
istration was dominated by big business personnel is a widely 
acknowledged fact. And today, as William S. White describes it 
so accurately, the Eisenhower Administration has put "the face 
of the businessman in government. It is he . . . who reflects and 
personifies present-day administrative Washington.” 24 
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Increasingly today, the government not only represents big 
business, but big business seeking world domination through 
military might. More and more, businessmen and the military 
are becoming intertwined. At the same time big businessmen 
come into positions where they can direct war business to their 
firms, thus increasing the power of monopoly. In 1951 govern¬ 
ment defense agencies employed 875 “without-compensation- 
officials.” Many of them “come from only the largest corporations 
in the United States . . and “naturally reflect a big business 
attitude in dealing with the many problems encountered in their 
duties.” 25 

Wartime government policies have accelerated the growth of 
monopoly. During World War II, 17 out of every 100 business 
organizations (corporations, partnerships, single proprietorships) 
went out of existence. 2 ** By 1947, the largest 113 manufacturing 
corporations, each having assets in excess of $100,000,000, owned 
46% of the total net capital assets (property, plant, and equip¬ 
ment) owned by all manufacturing concerns, corporate and non¬ 
corporate. The Federal Trade Commission points out that there 
probably existed “a degree of economic power and strength on 
the part of the large corporations which is even greater than that 
indicated by the figure for net capital assets alone.” 27 

During the Korean War monopoly domination was even fur¬ 
ther intensified, with direct aid from government agencies in 
the form of contracts, accelerated amortization of construction of 
new facilities, and permission to reach voluntary agreements 
which violate antitrust legislation. Only 14 cents of each dollar 
spent directly for war goods by the U.S. government, a Senate 
Subcommittee reported, went to small manufacturers. 28 And the 
Defense Department reported that 100 large corporations re¬ 
ceived 64% of the U.S. defense contracts during the three-year 
period that ended June 30, 1953. 29 

Industry advisory committees have been established whose 
members usually represent major concerns and in some cases 
are simultaneously trade association executives. These commit¬ 
tees “sometimes serve as convenient vehicles for discussions by 
industry members of important competitive factors. . . Z’ 80 In 
April, 1949, a super-industry advisory committee was set up 
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which dealt with pricing policies, the nature of government con¬ 
tracts, and profit recovery measures. The members of this com¬ 
mittee, representing big business, were in a position to influence 
basic national economic policies. 

This underlying character of government in the era of finance 
capital is not easily measured by statistical methods, but it is 
simply ignored by Nutter and his colleagues. We can obtain 
some idea of how much Nutter's conclusions should be altered 
in the light of basic facts by combining his figures on govern¬ 
mental and monopoly sectors. The proportion of national income 
produced by monopoly would thus be shown to have almost 
doubled over the last half a century, rising from about 24 % to 
over 40% of the total. Thus a substantial increase in monopoly 
capitals control over the economic life of the American people 
emerges as the main conclusion to be drawn from Nutters study. 

Diversification and Concentration 

The general approach of both Stigler and Nutter—analysis of 
concentration industry by industry—necessarily operates to ob¬ 
scure the full scope of monopoly power and its growth. For 
many of the giants of U.S. industry are noted for their diversifi¬ 
cation, or the building of a dominant position in a whole series 
of industries, not necessarily related. 

The du Pont corporation, for example, has ten major depart¬ 
ments. The textile fibers department, with its nine plants for 
manufacture of rayon, nylon, and other fibers, is in its own right 
a leading combine in the synthetic fibers field. The explosives 
department, representing the original basis of du Pont’s activity, 
is now one of the lesser departments, although it leads the coun¬ 
try in explosives production. The 12-plant Grasselli Chemicals 
Department is a top producer of heavy industrial and agricul¬ 
tural chemicals. 

In addition to these 10 departments, there is the separate op¬ 
eration by du Pont of the government-owned H-bomb plant in 
South Carolina, physically the largest industrial plant in the 
world. Says du Pont in its 1953 report to stockholders: “The 
broad scope and diversity of the Company*s 1,200 products or 
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product lines are reflected by the fact that they are utilized in 
meeting all basic needs of the consuming public.” 

No statistical measurement can fully portray the extent and 
depth of monopoly control. But a measure of the percentage 
of total production by the largest concerns, without regard to in¬ 
dustry, conies far closer to giving a realistic picture than an in- 
dustry-by-industry analysis. 

A new report of the Federal Trade Commission, Changes in 
Concentration in Manufacturing , 1935 to 1947 and 1950 , shows 
that while in 1935 the largest 200 manufacturing concerns ac¬ 
counted for 37.7% of the total value of all manufactured prod¬ 
ucts, by 1950 they accounted for 40.5%. The report explains that 
the technical methods used had led to underestimating the de¬ 
gree of concentration in 1950, and underestimating its increase 
between 1935 and 1950. 

In spite of this, owing to the doubling of the market during 
the 15-year interval, the number of manufacturing concerns 
increased from 205,700 to 303,000. Thus a much larger number 
of concerns, beyond the largest 200, are dividing a smaller per¬ 
centage share of the greatly increased total production. The 
growth in the number of firms, often cited as a proof of compe¬ 
tition, merely emphasizes the insignificance of “small business,” 
and suggests its helplessness before the growing might of “big 
business.” 

The quarterly financial reports of the Federal Trade Com¬ 
mission and the Securities and Exchange Commission add to the 
picture. At the end of 1953, manufacturing corporations with 
assets of over $100 million had 54% of all manufacturing cor¬ 
poration assets in the U.S. The number of manufacturing cor¬ 
porations with assets of over $100 million is not given, but it is 
somewhat larger than the 287 reported in income tax statistics 
for 1949. If we go down to firms with assets of over $10 million, 
thereby including perhaps the top 2% of active manufacturing 
corporations, we find concentrated in that 2% over 76% of all 
assets of manufacturing corporations. This figure—more than 
three-fourths—perhaps most accurately sums up in a single meas¬ 
ure the degree of big business domination of U.S. productive 
activity. 
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Still more significant, these FTC-SEC reports bring out the 
continuing growth in concentration of economic power in the 
bigg es t companies. One indication is the realization of profits, 
for profits provide the wherewithal for expansion. The report 
shows a steady decline in the rate of profit on stockholders’ equity 
as the size of firm declines. For the fourth quarter of 1953 the 
report shows a rate of profit of 12.5$ (after taxes) for the group 
with assets of $100,000,000 and over, dropping to 2.2$ for the 
group with assets of $250,000 to $999,999, and a loss for the 
smallest group with assets of under $250,000. 

The companies with assets of over $100,000,000, as was noted, 
accounted for 54$ of all assets. But they accounted for 70$ of 
net profits after taxes and 69$ of gross capital expenditures dur¬ 
ing the fourth quarter of 1953. 

Mergers and Monopoly 

One variant of the argument that ‘"big business hasn’t gotten 
bigger” is the denial that mergers have led to the growth of 
monopoly since the beginning of World War II. This contention 
was developed by Professor M. A. Adelman in 1951 in an article 
which has been widely quoted and praised in the business press. 31 
Although mergers are by no means the only form of monopoly 
growth, they have historically been extremely important. 

Adelman argues that the merger movement of the 1940’s “had 
little or no effect on concentration” for the following reasons: 

1. Mergers of giants with giants, so prominent in the earlier merger 
movements, were unknown. 

2. For all manufacturing and mining companies, the smaller the com¬ 
panies, the more important were mergers as a source of growth. 

3. Among the 1,000 largest manufacturing firms, the lower 500 (assets 
$7 million to $18 million) grew more proportionately by mergers 
than the upper half, i.e., there was some slight de-concentration 
through merger. 

Adelman’s conclusions are invalid for several reasons. With 
regard to his first argument, as the FTC observed: “Intensive 
merger activity can hardly be expected to take place in those 
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industries which have already become so highly concentrated 
that there remain only a relatively few small competitors still 
available for purchase.... Like Alexander the Great, the modem 
monopolist may have to bring his merger activities to a halt, 
owing simply to the imminent absence of ‘New Worlds to 
Conquer.' ” 32 

As will be seen, this FTC conclusion was premature. But 
the fact is that during the 1940's the principal merger activity 
took place in such industries as food and beverages, textiles and 
apparel, drugs and medicines—industries until now relatively less 
affected by mergers. 33 

Second, as Corwin D. Edwards has pointed out, the conclu¬ 
sion that mergers are more important among smaller firms is not 
accurate: “This conclusion has been established only in the 
sense . . . that assets acquired by merger are a relatively large 
percentage of the previous assets of the few small companies 
that made such acquisitions. It has not been established, how¬ 
ever, that the assets of small companies as a group were en¬ 
larged more by mergers than the assets of large companies as 
a group." 34 

To give a hypothetical example: If a small manufacturing firm 
with assets of $50,000 were to merge with a rival with assets of 
$40,000, its assets would be increased by 80% as the result of 
the merger. Yet if both concerns, plus twenty or thirty of their 
rivals of similar size, were absorbed by General Motors, GM's 
total assets would be increased by less than one percent—thus 
“proving,” according to Adelman, that economic concentration 
was decreasing. 

Third, within the general “manufacturing” census category, 
there are several hundred individual industries so that Adel- 
man's argument amounts to saying that since the second or third 
largest firm in each industry is growing even faster by mergers 
than the largest firm, economic concentration is decreasing 
slightly. The merger of Nash-Kelvinator Corp., one of the 200 
largest nonfinaneial companies in the U.S., and the Hudson 
Motor Car Co. into a new company, American Motors Corp. 
can scarcely be cited as leading to a decrease in concentration 
of industry; yet these are not the largest companies in the auto 
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industry, which is one of the most highly concentrated in the 
country. 

The essence of monopoly control of an industry is not 100* 
operation by a single company, but predominant operation by a 
small number of companies, which are able through cartels and 
other devices jointly to dominate markets, deal with labor, and 
prevent the rise of competitors. If a few “mavericks” remain, 
their absorption by one of the giant firms represents a decided 
consolidation of monopoly power, regardless of whether the ab¬ 
sorbing firm is the very largest, or the fifth or tenth largest in 
the industry. 

The fact that both the “giants” and “junior giants” are, through 
mergers, increasing their size relatively to that of all the smaller 
firms in a given industry, is apparently unimportant to Adelman. 

Mergers at the Top 

Concentration of industry, like all other economic phenomena, 
does not proceed in a straight line. It is increasing almost con¬ 
tinually, but the increase is sometimes very rapid, sometimes 
rather slow. Concentration results both from mergers and from 
the more rapid growth of larger concerns. However, the periods 
of most rapid concentration are also, commonly, periods of 
marked merger activity. One great peak of merger activity was 
at the turn of the century, when many of the original trusts were 
formed, and another was during the 1920s. The Federal Trade 
Commission report on the merger movement in 1940-1947 shows 
the number of mergers reaching a peak of 1,200 in 1929, then 
falling off to barely 100 a year in the period 1932-1941, rising 
thereafter to 400 yearly immediately after World War II . 85 

Thus the 1940's were far from being a period of peak merger 
activity. Nevertheless, details of acquisitions through mergers 
during the first eight years of this decade expose the emptiness 
of Adelmans “proof” that mergers were not leading to increased 
concentration. Here is some of the evidence: 


1. Over 2,450 formerly independent manufacturing and mining compa¬ 
nies disappeared as a result of mergers between 1940 and 1947. The 
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assets of these companies represented 5.5% of all assets of all manu¬ 
facturing companies as of 1943. 30 

2. Over 70% of the firms acquired through mergers during those years 
have been absorbed by corporations with assets of over $5 million; 
companies with assets under $1 million made only 11% of the acqui¬ 
sitions. 71% of the companies bought out through mergers had less 
than $1 million in assets. 123 of the nations largest manufactur¬ 
ing corporations, 1940-1948, acquired 27% of all firms bought out. 37 

3. Bethlehem Steel, since the end of World War II, has acquired through 
mergers 2 oil drum companies, 3 oil well equipment companies, 2 
shipyards, a forge company, and a tank company, plus 3 other pri¬ 
vate concerns and 8 government “surplus” plants. 38 

4. Approximately one-fifth of the total productive facilities of the tex¬ 
tile industry changed ownership with increasing concentration in 
that industry, 1940-1946. 39 

5. Schenley (largest distiller in the U.S.) acquired 15 other distilling 
concerns, 1940-1948. 40 

6. U.S. Steel, since 1939, has bought out 3 steel drum companies, 2 oil 
well machinery companies, a wire cloth mill, the Gunnison Housing 
Corp., the Moise Steel Co. of Milwaukee, and the Consolidated Steel 
Corp. (the largest West Coast fabricator of structural steel products). 
Through its purchases of government plants, U.S. Steel has increased 
its share of total capacity in the Pacific Coast and Mountain States 
from 17.3% to 39%; also, it now has 51% of the areas steel ingot 
capacity 41 

The Merger Boom of the Middle Fifties 

While economists have been arguing over the details of cal¬ 
culations by government agencies and big business apologists, 
economic events have moved rapidly to bury their arguments in a 
new wave of open, massive acquisitions by the big trusts, ac¬ 
complished through important mergers and highly publicized 
proxy fights. 

The Federal Trade Commission, in analyzing mergers through 
1947, noted that “High profits and intensive merger activity 
have historically gone hand in hand.” Profits provide the financial 
wherewithal, and create a powerful pressure for expansion, lest 
the accumulated profits lie idle. Also, mergers are most common 
at the tired end of a boom—when stronger concerns seek to grow 
not by creating more productive capacity, but by capturing 
that which already exists; and weaker firms find the going rough 
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and are more ready to sell. Finally, mergers tend to increase 
during periods of political reaction, when outstanding representa¬ 
tives of big business run things in Washington unmolested and 
can be counted on to head off troublesome investigations, anti¬ 
trust suits, prosecutions for fraud, and the like, while at the 
same time giving positive assistance to the largest corporations 
and their merger efforts. 

All of these conditions came into effect toward the end of 
the Korean War, with the further increase of unprecedented 
profits, the stiffening of competition in the markets, and the 
accession of the Eisenhower Administration and its policy of 
give-aways to big business. 

Mergers of giant concerns in basic industries have become 
common. During 1953 twenty companies listed on the New York 
Exchange—that is, large concerns—paired off into ten; then dur¬ 
ing the first half of 1954 a dozen or more were merged. 

Perhaps most dramatic has been the series of mergers in the 
auto industry. Here all of the so-called “independents” have 
been involved in mergers; and one of the big three, Chrysler, 
absorbed the largest body manufacturer, Briggs Manufacturing. 
In the meantime, General Motors and Ford, besides important 
property acquisition, have both increased their control of the 
industry through other methods. The merger movement in the 
auto industry is far from finished, but already one company. 
General Motors, handles considerably more than 50% of the 
passenger car business, and the largest three handle 96% of the 
business as compared with 80% a few years ago, and an earlier 
peak of 90%. 

The chemical industry has also been featured by a series of 
mergers of giants—Olin Industries and Mathieson Chemical; 
W. R. Grace and Co. and Davison Chemical, with Dewey and 
Almy Chemical in process of absorption; Sharp and Dohme 
and Merck & Co. 

The textile industry is also in the midst of a major trustifi¬ 
cation movement. For example, Burlington Mills, the biggest 
textile company, is increasing its share of national fiber pro¬ 
duction from 2% to 5% through a series of mergers. Several 
mergers are being attempted also in the wool textile industry 
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that could lead to concentration of the major share of output 
in one or two companies. The Business Week headlines, July 
31, 1954, summarize the story: “Textile Makers: Fewer and 
Stronger. Suddenly, in a furious scramble, companies are merg¬ 
ing right and left. The industry is integrating itself. Its structure 
is changing right before its members' eyes." 

Steel, coal, and railroads are joining the merger boom. The 
coal mine owners are openly attempting to combine all the scat¬ 
tered operations into a few giant companies like the existing 
Mellon-controlled Pittsburgh Consolidation Coal Co. The second 
and sixth largest steel companies—Bethlehem and Youngstown 
Sheet & Tube—are attempting to merge. The New York Central 
changes are likely to presage a number of railroad mergers. 
And bank mergers, which have been important all along, are 
now beginning to affect the very biggest Wall Street banks. 

In addition to the “normal” mergers, the continuation of huge 
military budgets has given rise to a wave of partial, special- 
purpose mergers for war production. Examples are the forma¬ 
tion of a number of joint companies to produce the new “won¬ 
der metal,” titanium, which has reached a fabricated output 
worth $200 million yearly, and the formation of special-purpose 
combines to operate the synthetic rubber plants being sold by 
the government. The biggest of the chemical mergers, combin¬ 
ing Olin and Mathieson Chemical, was made with an eye to 
expanded war orders. General Dynamics Corp., which bought 
up Consolidated Vultee Aircraft in 1953, and now dominates 
submarine production, is one of the leaders in military aircraft. 

The essence of the situation was summarized by C7.S. News and 
World Report: “Businessmen are very busy these days putting 
companies together into bigger and bigger combinations. . . . 
The economic and political climate seems just right for them.” 42 

This magazine notes that there are many and varied reasons 
for such merger activity including financial strength, diversified 
risk, and tax avoidance. It adds: “Government plays a role in 
each merger” since they are put into effect with agreement of 
government agencies. 43 

All of this should put the quietus on Adelmans argument 
about the “demise” of big-time mergers. 



2 “NEW” THEORIES JUSTIFY 
MONOPOLY CONTROL 

While some economists have attempted to muster statistical 
data to “prove” that monopoly is an insignificant problem today, 
others, realizing that monopoly is here to stay, are busily engaged 
in attempting to revise economic theory to justify its existence. 

Economic theory as traditionally taught in the schools of our 
nation had been founded on the assumption that competition 
operates throughout the economy to assure equitable distribu¬ 
tion of the fruits of labor to all—workers and capitalists—based 
on their assumed “contribution” to the productive process. This 
old subjective concept was offered again as fundamental in the 
1870 s in an effort to replace the labor theory of value, after Marx 
had shown how this theory explained capitalist exploitation, 
accumulation of capital, the growth of monopoly and economic 
crises. 

Actually, with the growth of monopoly the inadequacy of the 
concept that “just” profits and prices are assured by competition 
has become increasingly obvious, even to bourgeois theorists. 

Professor Stigler, whose text, The Theory of Price, opens with 
a description of the “basic concept” of competition, is forced to 
explain why it is necessary to “bother with such an obviously 
unrealistic set of assumptions.” He declares that “competition is 
a better single assumption, even on the basis of realism, than 
monopoly”; that it is “pedagogically necessary ... to begin with 
piecemeal solutions”; that competition is “invaluable as a step- 
pingstone toward more realistic (and complicated) economic 
analyses”; and that “competition was and is a policy as well as 
an analysis . . . because it offers a definition of an efficient eco¬ 
nomic system.” 

Other economists reject such rationalizations and have at¬ 
tempted to revise this classic concept of bourgeois theory to 
arrive at one which they consider to be more realistic. In effect, 

81 
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however, their more “realistic” approach provides a theoretical 
argument for supporting monopoly not only in analysis but 
also as a policy of government. 

“Imperfect Competition ” 

Writing in 1933, the British economist, Mrs. Joan Robinson, 
declared that in the past the analysis of monopoly, introduced 
“somewhere, in an isolated chapter,” presented a “hard, indi¬ 
gestible lump which the competitive analysis could never swal¬ 
low.” She added that “the books never contained any very clear 
guidance as to how . . . intermediate cases should be treated.” 1 
Therefore she proposed a “new approach”: 

... as soon as we abandon the attempt to confine monopoly in a pen by 
itself the whole of this difficulty disappears. Every individual producer has 
the monopoly of his own output—that is sufficiently obvious—and if a 
large number of them are selling in a perfect market the state of affairs 
exists which wc are accustomed to describe as perfect competition. We have 
only to take the word monopoly in its literal sense, a single seller, and the 
analysis of monopoly immediately swallows up the analysis of competition. 
(Emphasis added .) 2 

But this “new approach,” in fact, merely revises the definition 
of “monopoly” to obscure the real problem of a few large con¬ 
cerns dominating an industry. A large number of firms may 
exist in a given situation—previously called competitive—but by 
Mrs. Robinson's definition each individual firm is a monopoly 
because it has a monopoly of its own output. Instead of a “new” 
approach to the old situation, Mrs. Robinson merely describes 
it by a new name, “imperfect competition.” But this “new” ap¬ 
proach makes no distinction between Standard Oil of New 
Jersey and the corner independent grocer, for both “monopolize” 
their own product. The basic significance of monopoly as one 
firm or a small group of firms dominating an entire industry 
is lost. 

Mrs. Robinson manipulates intricate abstract diagrams to show 
what would happen in various assumed situations according to 
her “new” approach. The reductio ad absurdum of her argument 
is exposed by her summary in the Introduction of Book IV. The 
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subject of this book, she asserts, is “an analysis of the effect upon 
the output of a perfectly competitive industry when the number 
of independent producers in it is reduced to one, everything 
else remaining the same. It is described as the comparison be¬ 
tween monopoly and competitive output.” By her definition, it 
becomes possible to speak of a perfectly competitive industry 
in which there is only one producer! No wonder, she adds, by 
way of explanation, that the terms monopoly and competition 
are “sanctioned by custom . . . though . . . verbally inconsistent 
with the conception of monopoly on which this book is based.” 8 
For, by her definition, monopoly is the producers control of his 
own output—which most economists assume he has—in contrast 
to the usual definition of monopoly as control of the output of 
an entire industry. The problems of monopoly capitalism as they 
exist in the real world are whisked away by her magic definition. 

Dilemma of Large Size 

The development of Mrs. Robinsons treatise lays the basis for 
rationalization of the existence of monopoly capital. She holds 
that monopoly, because of the possibility of economies of large 
size, may achieve efficiences denied to small concerns. For the 
purpose of this argument, she limits her definition of monopoly 
to firms having complete control of output in an industry, com¬ 
pared to imperfect competition, i.e ., a number of firms, each con¬ 
trolling its own output to a limited extent. 4 “We find in compar¬ 
ing a world of monopolized industries with a world of imperfect 
competition that there may be very considerable improvements 
in the technique of production when the unit of control in indus¬ 
try increases in size.” 5 

She finds here a dilemma which she resolves into two ques¬ 
tions: (1) How great will the economies of monopolization actu¬ 
ally be; and (2) what gain in the efficiency of production would 
be sufficient to make monopolization desirable. 

In considering the first question, she says that monopoly of 
the “machine wrecking” type which aims to destroy machinery, 
or the type which aims to restrict output, should not under any 
circumstances be condoned; whereas “an organization which 
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exercises a detailed control over a large number of productive 
concerns may have very great possibilities of technical improve¬ 
ment.”" In other words, the existence of enormous firms, such as 
dominate most basic and many secondary industries in our coun¬ 
try today, she finds, might well increase efficiency. 

An answer to the second question, whether such large firms 
should be permitted to exist in a given instance, Mrs. Robinson 
declares, “involves a matter of personal judgment upon which 
everyone must have his own opinion.” She says, “it is important 
to remember that a question does arise ... of balancing the 
possible efficiency of monopoly against the increased maldistri¬ 
bution of wealth. It is not sufficient to show that monopolization 
will increase efficiency in order to show that it is desirable.” 7 

This dilemma, which prevails in most modern discussions of 
monopoly, reflects the basic contradiction of capitalism: tech¬ 
nical development has grown to the point where enormous pro¬ 
duction units involving thousands of persons and huge accumu¬ 
lations of capital are essential; but more and more the control of 
these units is centralized in the hands of private individuals who 
seek only to reap ever greater profits regardless of the social con¬ 
sequences. 

But Mrs. Robinson, basing her analysis on a highly abstract 
set of severely limiting assumptions, slurs over the fundamental 
nature of this contradiction. She admits that if monopolies were 
to make common cause, their powers would then be so great that 
they would be restrained from exercising them only “by the 
fear of provoking a revolution on the part of the owners of the 
factors of production, and no precise analysis is possible of what 
would occur.” 8 

But she shies away from the essential conclusion: Large-scale, 
socialized means of production, it is true, are essential to increased 
technological development; but to prevent the exercise of the 
resulting economic power in the hands of a few, it is necessary 
to put ownership of the means of production into the hands of 
the people, to establish socialism. 
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Monopoly Upheld in Practice 

Mrs. Robinson’s refusal to meet this issue head on leads her, 
in practical application of her theory, to support maintenance of 
monopoly power. Her participation in the 1951 decision of the 
British Monopolies Commission concerning the powerful Elec¬ 
tric Lamp Manufacturers’ Association furnishes a prime example. 

ELMA binds together firms responsible for 60% of the United 
Kingdom’s output of filament lamps through a patent pool and 
output quotas. The main firms in the Association control many 
non-members, and it is the “policy” of controlled firms not to 
compete with ELMA. The Commission, of which Mrs. Robinson 
was a member, decided that, subject to two conditions, the price¬ 
fixing arrangement should be permitted: Prices should be “rea¬ 
sonable” and subject to Government review; and exchange of 
technical information should extend to all manufacturers within 
the system of common prices. Mrs. Robinson’s thesis provided 
the argument for this decision; in the words of the Commission, 
there is “considerable advantage in the exchange of technical 
knowledge within the industry and much force in the argument 
that it could not continue if there were price competition be¬ 
tween the companies concerned.” 

Mrs. Robinson’s additional recommendation, not supported by 
the entire Commission, was that Government should acquire 
the controlled companies to secure a measure of competition.® 
This recommendation, in line with her basic thesis, ignores the 
nature of the state under monopoly capitalism; for state control 
by a government dominated by big business is really only another 
form of monopoly control. The only solution which would pro¬ 
vide both for technological development and elimination of the 
undemocratic control of the industry by a handful of persons 
seeking profits, would be to nationalize all the firms under a 
socialist state. But Mrs. Robinson’s thesis, because she shies away 
from this essential conclusion, opens the door for greater monop¬ 
oly control. 
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“Monopolistic Competition” 

A few years after Mrs. Robinson s treatise appeared, Professor 
Edward Chamberlin wrote an important theoretical defense of 
monopoly. His thesis is that “both monopolistic and competitive 
forces combine in the determination of most prices, and there¬ 
fore that a hybrid theory affords a more illuminating approach 
to the study of the price theory than does a theory of perfected 
competition, supplemented by a theory of monopoly.” He adds: 
“A comparison of the conclusions with those of pure competition 
indicates that economic theory is often remote and unreal, not 
because the method is wrong, but because the underlying as¬ 
sumptions are not as closely in accord with the facts as they 
might be.” 10 

Chamberlin insists that his theory is different from Mrs. Rob¬ 
inson’s: “. . . the distinction appears to be perfectly clear and 
beyond peradventure: Monopolistic Competition is a fusion of 
the hitherto separate theories of monopoly and competition, 
whereas Imperfect Competition contains no monopoly (in the 
traditional sense), and leaves the conventional dichotomy as 
sharp as ever.” 11 

Essentially, however, like Mrs. Robinson, Chamberlin defines 
monopolistic competition in such a manner as to define away 
the basic problem of monopoly control. A firm has a monopoly 
over its product to the extent that it is differentiated from that 
of other producers. The differentiation may be “real or fancied, 
so long as it is of any importance whatever to buyers, and leads 
to a preference for one variety of the product over another;” it 
may be based on “patented features; trade marks, trade names; 
peculiarities of the package or container, if any; or singularity 
in quality, design, color or style. It may also exist with respect to 
conditions surrounding its sale”— i.e., convenience of location, 
character of store, way of doing business, reputation, etc. 12 

Thus Chamberlin, like Mrs. Robinson, defines monopoly power 
so broadly as to be characteristic not only of Standard Oil of 
New Jersey, but also of the independent corner grocery store. 
From here it is an easy jump to the conclusion that, since mo¬ 
nopoly power of Standard Oil and the corner grocery differ only 
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in degree and not in kind, the activities of the industrial giants 
are no special problem requiring unique attention and drastic 
solution. Chamberlin carries this “new” approach to its logical 
conclusion, thus escaping the dilemma posed by Mrs. Robinson: 

. . . Although “large units” frequently possess monopoly power, it is 
not to be supposed that to break up such units would establish a competi¬ 
tion unalloyed with monopoly. On the contrary, “atomistic” competition 
would almost certainly involve an increase in product differentiation 
through abolishing such standardization as now takes place (in order to 
achieve economies of scale) within large units. Monopoly elements arise 
(in part) from heterogeneity of product, not from mere size, and an eco¬ 
nomic system composed of very small units would certainly be one of 
monopolistic, not of pure or perfect competition. Indeed, it might well 
involve an increase of the aggregate of monopoly power exercised, consist¬ 
ent with its distribution among a larger number of individuals. 18 

Thus, Chamberlin arrives at the Alice-through-the-looking- 
glass conclusion that to break up large firms would be to increase 
the exercise of monopoly power. The conclusion, of course, is 
clear: antitrust activity, instead of decreasing monopoly power, 
tends to increase it. Such is the result of this “revolutionary” 
theory, which won Chamberlin the chairmanship of Harvard's 
Department of Economics! 

Another aspect of Chamberlin's theory is the argument that, 
in industries where a few large firms predominate, “rational self- 
interest” will cause each individual firm to follow the same re¬ 
strictive price and output policies that a single monopolist would 
follow. There need be no actual agreement to do so. This argu¬ 
ment has been frequently used against antitrust suits. In general, 
actual conspiracy to fix prices, allocate markets, etc., has to be 
proved to obtain a conviction. It is not enough for the govern¬ 
ment to prove that such practices as price leadership, identical 
marketing practices, etc., exist; it must convince the court that 
these policies are the fruit of actual and deliberate conspiracy. 
The defense attorneys have made wide use of “expert witnesses,” 
economists who argue that “rational self-interest” as presented 
by Chamberlin, without any conspiracy, is sufficient to account 
for such policies. Thus the effect of such theorizing has been to 
render it more difficult to obtain convictions even in the rela- 
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tively few token anti-monopoly cases that the Department of 
Justice has instituted. 

“Workable Competition’ 

The theory of "workable competition,” developed by Professors 
J. M. Clark of Columbia, E. S. Mason of Harvard, Jesse Mark¬ 
ham of Vanderbilt, Adelman of M. I. T., and others, is widely 
held and eminently respectable among university and business 
circles. The basic premise of this theory, taking up where Mrs. 
Robinson left off, is that some monopoly is required to assure 
optimum output. Its defenders are not troubled, even in theory, 
by a dilemma; they resolve it in the interests of continuing mo¬ 
nopoly control. 

Professor Clark, who developed this new justification for mo¬ 
nopoly control, says, “. . . it seems plausible that a competitive 
stimulus to efficiency does not require as large a number of com¬ 
petitors as are supposed to be required for dependably effective 
competition in price.” 14 

A. D. H. Kaplan maintains that the present status of big busi¬ 
ness, which he characterizes as “workably competitive,” is essen¬ 
tial to the "consistency of corporate earnings . . . upon which 
we count most confidently” for welfare legislation. 15 Kaplan 
thus tries to convince the workers themselves that their own wel¬ 
fare is dependent on profits for big business. 

Competition is defined by Professor Joe S. Bain of the Univer¬ 
sity of California as "workable,” 

if productive efficiency reasonably approaches the best attainable, if indus¬ 
try output is not much restricted below and does not much exceed a level 
generally consistent with good allocation of resources, if an excessive pro¬ 
portion of resources is not devoted to sales promotion effort, if the income 
share going to profit is not substantially higher than required but high 
enough to reward investment and to induce socially desirable innovation, 
if opportunities for such innovations are not grossly neglected, and if prices 
respond to cyclical change in a way which docs not demonstrably intensify 
the cyclical problem. 16 

In other words, competition may exist despite monopolistic 
restrictions, if these restrictions are not too great. But Bain him- 
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self admits, “Unfortunately, economic theory to date does not 
supply precise, meaningful and unquestioned norms for all of 
the essential dimensions of behavior. ... In view of all this, any 
economist's assessment of the workability of competition is likely 
to have a highly provisional and even personal character and is 
likely to rest heavily on the ad hoc assessment of obvious alter¬ 
natives in given situations.” 17 

Thus the concept of “workable competition” admittedly pro¬ 
vides a cloth which may be cut to fit any cloak required to con¬ 
ceal monopoly control in a given industry. Basically it is used to 
justify the status quo on the ground that although only a handful 
of firms dominate most industries—a situation called “oligopoly” 
—competition is nevertheless workable. 

The devotees of “workable competition” depend on three 
arguments to convince the public that there is no need to worry 
about monopoly power in “oligopolistic” situations. 

1. Development of Substitutes: 

Workable competition theorists hold that in the long run, mo¬ 
nopolies are eliminated by the; appearance of substitute prod¬ 
ucts. These new and superior products, the result of scientific 
research and innovation, appear on the scene continually and 
sweep away existing entrenched monopoly positions. For example, 
monopoly, if it existed in the horse-collar industry or the wagon 
industry at the turn of the century, became completely meaning¬ 
less when the automobile was introduced; monopoly in electric 
power is unimportant today in the light of potential competition 
from atomic energy; monopoly in railroads has little harmful 
effect because of the rise of trucking, bus, and airline industries. 

But the facts show that the development of new commodities 
has had—and under capitalism, must have—the effect of encour¬ 
aging the growth of monopoly domination of industry. 

First, the only possible developers, producers and marketers 
of products which compete with those of existing monopolists 
are other monopolists. They alone have the financial resources 
required to exploit new processes. Almost half of all professional 
scientists and engineers employed in industrial research are 
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employed by the largest 75 firms with the top 20 firms alone 
employing one-third of all such personnel. 18 Patents enable the 
big firms which have developed new processes to exclude other 
firms from using them. 

Government handouts, which play a vital role in the develop¬ 
ment of new products, have been given largely to the bigger 
firms. Three-fourths of the research done during the Second 
World War was government financed. The top 68 corporations 
alone received two-thirds of the value of federal research and 
development contracts. The top 10 received almost two-fifths. 19 
Much of the development of synthetic rubber and practically 
all of that of atomic energy have been government-financed. 
Accelerated amortization permits, allocation of “scarce” materi¬ 
als, give-away sales of surplus government plants, government 
loans, etc., are some of the other procedures through which go- 
ernment agencies—and the monopoly representatives who staff 
them—grant or withhold the power to develop and produce new 
products. 

Secondly, the relations among top concerns in any given indus¬ 
try guarantee that in most cases existing monopoly has little to 
fear from the “competition” of new products. Take, for example, 
the industrial chemical industry since, if the competition of new 
products worked anywhere, it would be expected to work in 
this, the outstanding “research” industry. Over a decade ago. 
Fortune Magazine (December, 1937), reported that “. . . the 
chemical industry , . . was practicing ‘cooperation' long before 
General Johnson* invented it in 1933. It has seldom been be¬ 
deviled by overproduction, has had no private depressions of 
its own, and has not often involved itself in long or bloody price 
wars. ... Its gentlemanly instincts are all against pushing and 
crowding. . . . The industry . . . is . . . the practitioner of one 
definite sort of planned economy. . . ” 20 

Over one-third of the 200 different chemical raw materials 


* Administrator of the federal government's National Industrial Recov¬ 
ery Act (NRA—“Blue Eagle"), an attempt to cartellize all areas of the 
economy as a “recovery" measure. 



‘new’ theories 


41 


produced by the industry are made by six or fewer concerns— 
and there are about 600 companies in the industry. 

Du Pont alone employs 3% of all professional scientists and 
engineers engaged in industrial research in the entire United 
States. 21 

A minor but typical example of monopoly control of invention 
occurred in the mid-1930’s, when Standard Oil of New Jersey 
gained monopoly control of the market for pour point depres¬ 
sants with its product, “Paraflow.” Its monopoly position became 
threatened by the appearance of a far superior product, Mon¬ 
santo Chemicals "Santopour.” This was exactly the kind of situ¬ 
ation the "workable competition” theorists look to as the force 
restoring competition. Negotiations between the two companies 
resulted in Monsanto’s agreeing to reduce the potency of "Santo¬ 
pour” to the equivalent of "Paraflow.” 22 

It is not implied here that there is no competition among large 
firms, or that new products are not a dynamic factor intensifying 
such competition. The introduction of atomic energy is a case 
in point. But the fact is that large firms can and do cooperate to 
suppress substitutes for periods of time to protect their invest¬ 
ments in existing plant and equipment. Thus monopoly capi¬ 
talism, far from assuring continued technological advance, leads 
to decay. Giant companies will introduce substitutes not for the 
purpose of cutting prices or raising output but in order to squeeze 
out rivals and ultimately to maximize profits through greater 
power over industry. 

2. Monopoly Power Excluding Potential Competition: 

Consider next the "attracting potential competition” argument: 
Policies leading to unusually high profits will be avoided by the 
monopolist, say the "workable competition” theorists, because 
the monopolist is enlightened enough to realize that, in the 
long run, those profits will attract new competitors into the in¬ 
dustry, enticed by the hope of obtaining a similarly high rate of 
return. 

But how long is the ‘long run”? Monopolies have earned 
profits well above the average for periods of 25 to 50 years with- 
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out finding their monopoly position destroyed. For example, 
even if we use the company’s “official” profit figures, which 
grossly understate the actual rate of profit, we find that du Pont 
from 1925 to 1944 earned an average profit, after taxes, of al¬ 
most 15$ on its invested and borrowed capital. 23 We find also 
that the Aluminum Company of America averaged over 12$ in 
the 50-year period before 1939, and we find that General Elec¬ 
tric earned at least 20$ on the average capital invested in its 
lamp department in every year for which data are available. 24 

But these high profits did not attract successful newcomers. 
For the same monopoly power that reaped such high profits also 
kept competitors out of the industry. A federal judge, in dealing 
with the du Pont-National Lead stranglehold on titanium pro¬ 
duction, observed “It was more difficult for the independent 
outsider to enter this business than for a camel to make its 
proverbial passage through the eye of a needle.” 25 Even Attorney 
General Brownell was forced to point out recently that “the 
primary lead industry has been so dominated by . . . [the two 
largest firms] that no new producer has entered the industry 
for almost 85 years.” 26 

To portray monopoly capital as refusing to earn more than the 
prevailing rate of profit is to deny the fundamental law that 
monopoly capital must continually seek maximum profits re¬ 
gardless of political and social consequences. Monopolies, to 
maintain their very existence, must exercise their power to in¬ 
crease their profits through greater exploitation of the workers 
and greater pressure on smaller firms. 

3. Monopoly Pricing Exposes Capitalist Contradictions 

Finally, we may consider the argument that monopoly pricing 
is necessary to prevent chaotic conditions. 

Monopoly practices are socially necessary, the workable com¬ 
petition theorists hold, to prevent “chaotic” conditions in industry, 
to prevent big losses and mass bankruptcy in time of economic 
depressions. In industries such as steel where fixed costs (plant 
and machinery) are a big part of total costs, and demand for 
the products varies widely in booms and depressions, most of 
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the industry would be driven out of business whenever a depres¬ 
sion hit, if there were no agreements to “stabilize” prices and 
regulate output. Monopoly pricing, therefore, is in the public 
interest. 

The workable competition theorists are right in asserting that 
price fixing is necessary to protect large firms in periods of eco¬ 
nomic crisis. For, when output drops some 30%, as it did in the 
steel industry in the 1953-54 business recession, even the largest 
firms would find themselves in difficulties if they had to cover 
high fixed costs purely out of current profits. 

One can go further. The economic crises in this period of the 
general crisis of capitalism are so disastrous that even price-fixing 
and production cartels are insufficient to save the most powerful 
combines from becoming insolvent. The fact is that more and 
more the most powerful companies systematically—and of neces¬ 
sity—utilize the financial resources of the country, through the 
central banking system and the state, to rescue themselves and 
crush their weaker competitors. 

Without the intervention of the German government in 1932 
to “buy” the steel industry, and then sell it back to its owners on 
favorable terms some years later, the entire German steel in¬ 
dustry, including the powerful Vereinigte Stahlwerke, would 
have been bankrupt. Here in the United States, without the loans 
of public funds through the RFC, the entire railroad industry, 
despite its legalized price fixing and prevention of competition 
for routes, would have been bankrupt. Similar examples of gov¬ 
ernment aid in the form of RFC loans, tax rebates, etc., may be 
found in almost every basic industry in this country. 

The necessity for price and output fixing by large concerns 
arises out of and exposes the basic contradiction of capitalism— 
the same contradiction superficially reflected in the dilemma 
posed by Mrs. Robinson. The means of production have been 
so developed over the last century that they involve the use of 
the labor of millions of workers as well as the most intricate 
machinery; but most of the profits from this socialized produc¬ 
tion are expropriated and reinvested by a handful of “captains 
of industry” to expand output for their own gain. 

Monopoly capitalists' efforts to control price and output can- 
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not escape the economic crises arising out of the basic contra¬ 
dictions of capitalism. On the contrary, while monopolies may 
avoid the full effects of a crisis by such methods, they do so 
only by throwing the burden of the crisis on the workers, farmers 
and small business. In a report to the House Committee on Small 
Business, the Federal Trade Commission pointed out that “while 
high and inelastic controlled prices accentuate recurrent depres¬ 
sion swings, the impact of low profits during downswings falls 
most heavily on small businessmen and wage earners who are 
least able to withstand a depression.” 27 The result is the intensi¬ 
fication, rather than the easing, of the impact of crises by: 

1. Increasing unemployment. Monopolies conserve profits by 
reducing output (and laying off workers), instead of lowering 
prices. 

2. Bankrupting small farmers. Monopolies hold up prices of 
farm machinery and other things farmers buy, even when the 
prices of farm produce are falling drastically. 

3. Squeezing out small businessmen. Monopolies cut prices 
paid for products small businesses sell and raise prices for prod¬ 
ucts they buy. 

At the same time, monopoly capital may even benefit from 
crises. In periods of prolonged depression the presence of an 
enormous army of unemployed outside the gates is a powerful 
lever for employers to keep wages down. Bankruptcy of smaller 
competitors enables large firms to squeeze them out or buy them 
out at bargain prices. This point is made by the Federal Trade 
Commission: ‘The strongly entrenched holder of power is able 
to utilize each recurring depression ... to enlarge his control 
by absorbing financially weaker competitors. The self-interest of 
banks and other financial institutions in withdrawing their sup¬ 
port from the financially weak as soon as a depression cloud ap¬ 
pears on the horizon fits well into this picture.” 28 

Nowhere has this been more pronounced than in the field of 
finance, the decisive controlling center of economic life. In the 
'30’s, banks went bankrupt by the hundreds—and the great banks. 
National City, Manhattan and others waxed fat by gobbling up 
their assets. Nor is it any exaggeration to say that the great crisis 
made the giant insurance companies into the powers they are 
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today, enabling them to grab up endless quantities of real prop¬ 
erty which they held or later sold to reap enormous profits. 

Chronic under-utilization of productive capacity and chronic 
unemployment characterize the economy in the period of the 
general crisis of capitalism. Economic crises, far from disappear¬ 
ing in the modem era of monopoly capitalism, have become 
more devastating—only to be avoided by war preparations and 
war itself. Thus the prolonged depression of the '30’s was ended 
only by the destructive waste of an all-embracing world war. 
The incipient 1949 crash was staved off only by the conflagra¬ 
tion in Korea and military preparations such as had never before 
been seen in “peacetime” in the U.S. And today, following the 
Korean truce, crisis elements, aggravated by the lopsided de¬ 
velopment of a war economy, again threaten to engulf the capi¬ 
talist world. 

In this country, there is a strong, traditional anti-monopoly 
movement, founded largely in the fight of the farmers, small busi¬ 
nessmen and consumers against monopoly grabs of natural re¬ 
sources, high prices, limitations of output, and other monopoly 
evils. Many critics of monopoly, reflecting this middle-class base, 
dream of turning back the wheels of history to the era of pre¬ 
monopoly free competition. This of course is utopian. It is not 
the great concentration of production that is in itself evil; it is 
the ownership of these concentrated productive facilities by a 
handful of industrialists who seek to maximize profits at the ex¬ 
pense of the people. 

Labor, today the greatest anti-monopoly force, supports such 
antitrust activities in order to limit monopoly, to curb its direct 
exploitation of the people, as well as the drive to war and fas¬ 
cism. The masses of workers, farmers and small businessmen 
will learn through their own experiences that the complete solu¬ 
tion to the dilemma presented by monopoly is socialism. 

Competition Among Monopolies 

The workable competition theorists are right in holding that 
competition does exist under conditions of monopoly capitalism. 
But its character, as the workable competition theorists recognize. 
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is a far cry from that prevailing immediately after the Industrial 
Revolution. Agreements and relationships among monopolistic 
groups are primarily “marriages of convenience” out of which 
all partners hope to gain. Their stability is repeatedly challenged 
as the finance capitalists struggle among themselves for ever 
greater areas of control of industry. As Lenin declared: “We 
see here the monopolists throttling those who do not submit to 
monopoly, to its yoke, to its dictation. . . . And at the same time 
the monopolies, which have sprung from free competition, do 
not eliminate it, but exist alongside of it and over it, thereby 
giving rise to a number of very acute and bitter antagonisms, 
points of friction, and conflicts.” 

A current example of inter-group competition is the struggle 
going on behind the facade of government control to dominate 
the development of atomic energy. The list of giant corpora¬ 
tions participating in the Manhattan District program is, as 
James S. Allen terms it, “a roster of big business.” 3 '' Since World 
War II, a continuing struggle for power has led to some 
changes in the relative positions of these companies. Control of 
uranium will play a large part in determining later develop¬ 
ments in this field because it is the essential material for pro¬ 
duction of atomic energy. One phase of this struggle is that be¬ 
tween the Morgan monopoly group and the Rockefeller group 
for control not only of the sources of uranium here and abroad 
but for domination of the new industry in all its applications. 

The inevitable struggle among capitalist monopolies extends, 
too, beyond the borders of the U.S.A. In the 1930’s, big U.S. 
corporations joined German, British and French carteilists in 
monopolistic agreements restricting output and setting prices 
in the world market. The Germans continually violated these 
agreements and finally went to war to extend their monopolistic 
empire at the expense of the other nations. Today, U.S. monopoly 
capital aims to use the position of strength it achieved during 
the war to take over much of the markets and raw materials in 
the capitalist and colonial world at the expense of the British, 
French, and other “allies.” The major competitive struggle is 
thus no longer among small capitalists, but rather among gigantic 
monopolistic groupings which extend throughout the world. 
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But the devotees of “workable competition” close their eyes 
to the fact that competition among big monopolistic firms is 
primarily a struggle, not over price or quality to increase sales, 
but over control of markets and raw materials; a struggle which 
increases the exploitation of the workers, squeezes out small 
farmers and small businesses, and intensifies economic instability; 
a struggle which, on an international scale, leads to economic 
and political conflicts among national interests and creates the 
danger of war. This true character of “workable competition” 
as it exists today is ignored by the bourgeois economists who 
seek to justify monopoly domination of the economy. 

Bigness and Technique 

Professor John K. Galbraith asserts in his book, American Capi¬ 
talism , that the typical industry is shared by a relatively small 
number of corporations. 31 He criticizes the “workable competi¬ 
tion” school because, he maintains, “its authors have failed to 
make clear why what is unworkable in principle becomes work¬ 
able in practice.” 

Former New Dealer, David E. Lilienthal, in his book. Big 
Business' 2 advances a similar thesis. He holds that the prevailing 
distrust of big business reflects mainly “the dead hand of yester¬ 
day’s prejudices” and “abuses long since corrected.” His support 
of Galbraith’s thesis is particularly interesting since he headed 
up the New Deal TVA project and the Atomic Energy mon¬ 
opoly, and is regarded by many as a liberal. 

Galbraith and Lilienthal agree with the “workable competi¬ 
tion” school that the existence of a few large firms is necessary 
for technological development. Galbraith explains that “size and 
the rewards accruing to market power combine to insure that 
resources for research and technical development will be avail¬ 
able.” He says, “There must be some element of monopoly in 
industry if it is to be progressive.” On the other hand, “The com¬ 
petition of the competitive model . . . almost precludes technical 
development.” 83 

This praise of research under oligopolistic conditions, as we 
have seen, ignores the facts. Capitalist oligopolies introduce new 
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methods of production only where it is to their advantage. To¬ 
day, with few exceptions, only large concerns can carry on ex¬ 
tensive, systematic research. Large plants and technological 
developments constitute essential foundations for socialism. But 
in the present era of monopoly capital, technological develop¬ 
ment is seriously hampered by the aim of making maximum 
profits. The most obvious example is the use of the greatest 
recent invention, atomic power, not to raise the living standards 
of the American people but only to improve weapons of mass 
destruction. Galbraith's unfounded praise of technological ad¬ 
vance under monopoly conditions cannot conceal this glaring 
contradiction. 

“ Countervailing” Forces 

The most important characteristic of American capitalism 
which, according to Galbraith, has staved off the dire results 
predicted by traditional theory as a result of the decline of com¬ 
petition, is the growth of so-called “countervailing” forces: 
“. . . new restraints on private power did appear to replace com¬ 
petition. They were nurtured by the same process of concen¬ 
tration which impaired or destroyed competition. But they ap¬ 
peared not on the same sides of the market but on the opposite 
side, not with competitors but with customers or suppliers.” 84 

The growth of oligopolistic firms in industry has led, Galbraith 
maintains, to the growth of a countervailing force, trade unions, 
which negotiate to obtain for the workers their share of profits. 
Growth of oligopoly in production industries, likewise, had led 
to the growth of large firms in the wholesale and retail trades 
which can protect themselves by refusing to pay unreasonable 
prices or to accept poor quality. Galbraith concludes that mon¬ 
opoly capitalism thus provides its own antidote. 

But Galbraith has spun this web of theory again without re¬ 
lation to the facts. To hold that trade unions constitute a coun¬ 
tervailing force is to ignore the fact that American capitalism- 
like capitalism anywhere else—is founded on exploitation of the 
working class; all profits derive from surplus value expropriated 
from the workers. Negotiation does not take place over the divi- 
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sion of profits; rather it is a struggle over the degree of exploi¬ 
tation of the workers. Moreover, although workers may win 
wage increases on the picket lines today, and temporarily raise 
living standards and working conditions, monopoly capital may 
succeed in raising prices and thus wipe out these gains in the 
long run. Only replacement of capitalism by socialism can alter 
this fact. But Galbraith’s concept of countervailing forces is de¬ 
signed as a theoretical argument to prove socialism unnecessary; 
monopoly capitalism, he tries to show, works for the benefit 
of all. 

Monopoly in sales, too, is used not, as Galbraith contends, to 
counter monopoly in production, but to increase profits at the 
expense of the consumers. For example, the government charged 
in its 1944 criminal suit that A&P prices are generally not lower 
than those charged in other stores except in instances where it 
uses cutthroat competition in an effort to destroy independent 
retailers. Often, too, A&P stores short-change, short-weigh, and 
mark up prices on store tags.* 5 Yet Galbraith opposes antitrust 
action designed to limit the growing power of the A&P because 
he holds that it constitutes a countervailing force to monopoly 
in production. Similarly, he welcomes the growth of monopoly 
in the form of other chains: “At the end of virtually every chan¬ 
nel by which consumer goods reach the public,” he assures us, 
“there is, in practice, a layer of powerful buyers” to “protect” the 
individual consumer’s interests. 

Galbraith’s theory of retail monopolies “helping” the consumer 
was recently tested in the case of meat prices during 1952-53. 
There was a sharp decline in the price of meat paid to farmers— 
amounting to around 30%. Did the chain meat stores “force” the 
gian t meat-packers to pass this gain to consumers? Since the price 
of meat to consumers fell only 4%, the answer is obviously no. 
What actually happened is that both meat packers and the 
chain retailers reaped simply enormous profits during this period, 
at the expense of the farmers, many of whom were ruined— while 
the working people in the cities continued to pay peak prices 
for meat. 
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Finance Capital “Disappears” 

Monopoly in sales and production are both dominated by 
finance capital, thus rendering quite absurd Galbraiths further 
contention that one effectively counters the effects of the other. 
The A&P, so highly praised by Galbraith, is within the Morgan 
sphere of influence, Morgan controlling also some 32 industrial 
firms in addition to banks, railroads, and utilities. 

But Galbraith does not simply ignore finance capital, as do 
most economists operating within the framework of traditional 
bourgeois theory; he denies its very existence. He writes: 
“. . . association of power with the banker had always depended 
on the somewhat tenuous belief in a ‘money trust—on the notion 
that the means for financing the initiation and expansion of busi¬ 
ness enterprises was concentrated in the hands of a few men. 
The ancestry of this idea was in Marx's [sic!] doctrine of finance 
capital; it was not susceptible to statistical or other empirical 
verification at least in the United States.” 30 

Apparently Galbraith shares Adelman’s scorn for the volumes 
of evidence compiled by government statisticians, and also 
shares in the ignorance of Marx which is common among Amer¬ 
ican economists. 

A Congressional Subcommittee recently reported: “It is evi¬ 
dent . . . that the Nation’s financial structure is highly centralized 
and that a comparatively few large banks presently control a 
predominant share of the Nation’s banking resources.” It showed 
that in the last 30 years the number of banks in the country has 
been more than halved, and quoted the Comptroller of the Cur¬ 
rency who declared: “The trend towards merger is continuing 
or perhaps increasing.” 37 

The merger of banking interests with industrial interests 
through financial ties, interlocking directorates, use of legal 
experts, and other means, has created eight dominant financial 
groups in the United States.* 

* J. P. Morgan & Co. and the First National Bank of New York, with 
assets of over $55 billion, including 51 of the largest 250 U.S. corporations; 
the Rockefeller group, with assets of $26.7 billion, including six oil com¬ 
panies, one paper company, Chase National Bank, Metropolitan Life, and 
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Despite overwhelming evidence exposing the dominant role 
of finance capital, Galbraith assures us it is not “susceptible to 
statistical or other empirical verification.” His assurance does 
not, however, stem simply from blind naivete, but from neces¬ 
sity; for his theory of countervailing forces collapses when ties 
among the various monopoly interests are exposed. 

Keynes' Spending Theory Developed 


Galbraith winds up his contribution to this theoretical but¬ 
tressing of monopoly capitalism by adopting the thesis of John 
Maynard Keynes, that depressions can be avoided by govern¬ 
ment spending. A little depression, however, in Galbraith’s view 
is beneficial. A tendency toward depression, he says, “has . . . the 
overwhelming advantage that, under such circumstances, the 
regulative force of countervailing power remains at work.” He 
also emphasizes the point that “some plant and some labor must 
be unemployed. ... It is an absolute and inescapable require¬ 
ment for stability in industries characterized by a generally de¬ 
veloped countervailing power . . . [this] keeps countervailing 
power from being converted into a coalition against the public.” 
Thus Galbraith s concept of countervailing power constitutes not 
only an advanced rationalization of monopoly capital, but also a 
theoretical prop to justify capitalism’s creation of a reserve army 
of unemployed to force workers to accept lower wages. 

More than that, Galbraith, writing at the peak of the Korean 
war production boom, ignored the fact that war and a vast gov¬ 
ernment program of war spending, the burden of which was 
thrown on the shoulders of the workers, farmers and middle class, 
helped to pull the U.S. economy out of the economic slump of 

Equitable Life; Kuhn Loeb group, with assets of over $10.3 billion, includ¬ 
ing the Bank of Manhattan, Western Union and General American Trans¬ 
portation Co.; the Mellon dynasty, with assets over $6 billion including 
Alcoa; the du Pont group (associated with the most reactionary movements 
in the country) with assets of $6J£ billion, including not only the du Pont 
companies but also General Motors, U.S. Rubber, and the National Bank 
of Detroit; and three primarily regional groups including Chicago (assets 
of over $9 billion), Cleveland (assets over $3 billion), and Boston (assets 
over $6 billion). (Labor Research Association, Monopoly Today , New 
York, 1950, p. 43.) 



52 


APOLOGISTS FOR MONOPOLY 


1949. The lopsided developments engendered by that program 
led to growing crisis elements in agriculture and consumer goods 
industries, as manifested in the 1953-54 “recession.” 

In this period of the general crisis of the capitalist economy, 
monopoly aims temporarily to stave off economic crises by sus¬ 
taining war spending. The federal budget for the year ending 
June 30, 1955, called for 68 cents out of every dollar for “na¬ 
tional security,” including direct military appropriations, foreign 
aid, atomic energy and stockpiling, but not including the cost of 
past wars. Only 5 cents of the budget dollar would be spent for 
public welfare: education, housing, labor, and similar services. 

Galbraith does not go so far as openly to welcome the current 
war spending. He objects that wages and prices must be con¬ 
trolled and taxes raised in wartime because the operation of 
countervailing powers may cease under full employment condi¬ 
tions. Despite this objection, however, his adoption of Keynesian 
spending as a solution to depression lays a foundation for the 
armaments program. 

Significantly enough, one of Lilienthal's reasons for support¬ 
ing big business is the danger of war. For he holds it is neces¬ 
sary to use the giant corporations' mobilization of skills and re¬ 
sources to wage successful warfare. In substantiating this point, 
he supports the objections of the American Telephone & Tele¬ 
graph Co.—one of the biggest U.S. corporations—to an antitrust 
suit which aimed to sever its operating system from its research 
and manufacturing subsidiary, Western Electric. This separa¬ 
tion, Lilienthal feared, might do more damage than good by 
preventing AT&T from producing atomic weapons as part of the 
Atomic Energy Commission's program. In other words, Lilienthal 
uses the danger of war to justify continuation and extension of 
monopoly, ignoring the fact that the danger of war stems from 
the predatory aims of monopoly capital itself. 

Damaging Admissions 

At the 1953 American Economic Association conference in 
Washington Galbraith admitted two weaknesses in his theory 
of countervailing forces. First, he admitted that occasionally two 
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blocs may gang up on the consumer and split the benefits. This 
difficulty he blithely explains away: The real role of countervail- 
ing power cannot be appreciated if we assume that the only goal 
of the economic system is to give the consumer the most for his 
money. Holding that countervailing forces operate to relieve so¬ 
cial tensions, he insists that “An opulent society can afford to 
sacrifice material well-being for social content/' 

This fantastic assertion is based on gross distortions. He ap¬ 
parently refers to trade union and industrial monopolies com¬ 
bining to raise prices, the benefits of which are passed on to 
both workers and employers. Thus he says: “Higher prices of 
coal or clothing we regard as a small price for freedom from 
disorder in the coal fields or destitution in the sweat shops/' But 
this assumes that industrial monopolies must raise prices in or¬ 
der to pay higher wages. Industrial giants can easily afford 
higher wages but they exercise their monopoly power to raise 
prices in order to maximize profits. Trade union struggles in 
most cases aim to maintain the historically evolved minimum 
living standards. Since working people constitute most of those 
who must “sacrifice material well-being for social content" if 
prices are raised, they obviously do not benefit from monopoly 
power. Galbraith's attempt to lump trade unionists fighting for 
decent living standards with monopolies seeking maximum prof¬ 
its is ridiculous. Time after time in recent years it has been shown 
that price increases in steel, foodstuffs, or other basic items either 
occurred without prior wage increases, or were put into effect 
after a wage increase not to avoid a fall of profits to abnormally 
low levels, but merely for the political purpose of blaming labor 
for monopoly profiteering. 

Galbraith’s concept of American society as “opulent" is equally 
distorted. The vast majority of Americans do not earn enough 
to meet minimum health and decency living standards. In fact, 
at least two-thirds of them, as shown in our Economic Notes. 
May, 1954, are unable to meet even the requirements of the 
Heller budget for a wage-earner's family. They are, therefore, 
scarcely eager to accept higher prices in order to assure greater 
profit to monopoly. 
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Galbraith’s second admission is even more damaging. Com¬ 
petition among retailers, he now says, is necessary to make them 
pass along the advantages of their bargaining power to the con¬ 
sumers. This admission is actually an acceptance of one of the 
major criticisms levelled against him by his colleagues. Professor 
Adelman, speaking at the same conference, concluded that he 
saw no reason why a powerful buyer should pass on any savings 
to the consumer. And Frank J. Kottke of the Federal Trade Com¬ 
mission stamped countervailing power as a poor substitute for 
competition, offering too many opportunities for big sellers and 
buyers to take the consumer over the jumps. 

But obviously it is impossible to have it both ways. There can¬ 
not be monopoly in retailing to give retailers power to bargain 
with producers’ monopolies, and at the same time competition 
to force retailers to pass along the advantages of their bargaining 
power to consumers. 

Galbraith’s "new” theory is not new. It is founded on a pic¬ 
ture of American capitalism which could have been conjured up 
only on the old premise that capitalism is the best possible eco¬ 
nomic system—a system in which technological advance proceeds 
unhampered, tendencies to monopoly are easily counteracted by 
natural forces, and a slight amount of Keynesian spending and a 
little harmless unemployment can prevent depressions. This is a 
thorough-going rationalization for the present role of monopoly 
capital. 



3 MONOPOLY AND THE PEOPLE 

Decreased Antitrust Activity 

While some economists spin fairy tales about deconcentration 
or the insignificance of monopoly, monopoly is becoming more 
deeply entrenched throughout the nation and in the very seat 
of government. But these fairy tales are not just ivory tower 
creations. They serve to justify the current hamstringing of anti¬ 
trust activity and the enacting of legislation designed to 
strengthen the power of finance capital. 

There are many loopholes in existing antitrust legislation. The 
Federal Trade Commission says that the Clayton Act, designed 
to plug the gaps in the Sherman Act, “can readily be evaded. 
. . .” l The House Judiciary Subcommittee concludes that “stat¬ 
utory enactments relating to bank mergers and the preservation 
of competition in the field of banking are wholly inadequate.” 2 
The Defense Mobilization Act has breached such legislation as 
exists by permitting agreements which destroy competition. 

Agencies empowered to enforce existing antitrust legislation 
are denied funds to carry out the job they are supposed to per¬ 
form. The Wall Street Journal reported, March 28, 1952, that 
under the “Fair Deal” Truman Administration, 

H. Graham Morison, assistant attorney general in charge of the Antitrust 
Division . . . said lack of funds was forcing the department to give up any 
new lines of inquiry and to concentrate entirely on prosecuting cases already 
filed in court and finishing investigations already under way. Specifically, 
he said, the department had to wipe out entirely 125 investigations and 
defer indefinitely another 52 pending cases. The division has been unable, 
he said, to take on any new investigations since July 1 and can give "no 
more than superficial attention” to the 1,000 to 1,200 complaints it receives 
each year from the public. 

Yet Mr. Morison was asking only that the Antitrust Division s 
appropriation be restored to its previous total of $3.75 million— 
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approximately one twenty-thousandth of total expenditures of 
the federal government. 

President Eisenhowers Attorney General, Herbert Brownell, 
touched off a new offensive against antitrust policies at the 1953 
American Bar Association Convention when he announced the 
establishment of a Commission to study revision of such legis¬ 
lation. Of 58 attorneys who made up this Commission, 30 had 
appeared for a total of 190 defendant corporations in antitrust 
cases. 

The probable goal of Brownells “new” approach was indi¬ 
cated by the simultaneous announcement that an 8-year old 
antitrust suit against the Cement Institute and its 89 members 
had been dropped. 

Brownell further elaborated Republican antitrust policies when 
he announced that he would use consent decrees to clear up as 
many as possible of the old cases, many of which had been pend¬ 
ing for years due to lack of funds to prosecute them. Consent 
decrees have been sharply criticized. TNEC Monograph No. 16 
pointed out years ago that they are merely "useful to a sym¬ 
pathetic [i.e. big business] administration in building up a paper 
record of accomplishment.” The TNEC Monograph explains 
that in reality consent decrees may even lead to the increase of 
monopoly control because: (1) small businesses are seldom 
represented in discussions so big business may establish new 
regulations to its advantage; (2) no effective police measures 
are provided; (3) a corporation may become reorganized, 
thereby losing its identity so the decree no longer affects it; (4) 
the government can follow it up only spasmodically. 

The Eisenhower Administration has also ended the anti-mon¬ 
opoly activity of the Federal Trade Commission. The new FTC 
chief, Edward F. Howrey, defended eight corporations before 
the FTC, including the Automatic Canteen Co. in a case which 
had been dragging on since 1943. Shortly after taking over FTC, 
Howrey fired the FTC attorneys and two assistants who had 
been opposing him in that case. Other lawyers and economists 
were dropped from the FTC Anti-Monopoly Bureau including 
the lawyers who were handling cases against B. F. Goodrich and 
U. S. Steel. 8 
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Along with the attack on antitrust activity, a new agency, the 
Business and Defense Services Administration, was established. 
In the words of Congressman Celler, former chairman of the 
House Subcommittee on Monopoly Power, “in placing all its 
functions entirely at the disposition of WOCs [without compen¬ 
sation officials] it lets down all bars. Although they are paid by 
private companies, these men will have a leading role in deter¬ 
mining government policies and administration with respect to 
tax amortization certificates, lending programs, federal purchases, 
and other important matters directly affecting their companies 
and their competitors.” 4 

In conjunction with the Industry Advisory Committee set up 
under the Truman Administration, and in consultation with 
trade associations, the BDSA will assure big business the domi¬ 
nant role in the economic policies of the federal government. 

Outlook for Anti-Monopoly Struggle 

The “science” of economics as taught in the schools of our na¬ 
tion today is becoming more and more twisted to obscure the 
real forces dominating the nations economic and political life. 
In the 1870’s, bourgeois economists rejected the labor theory of 
value because Marx had exposed through it the nature of cap¬ 
italist exploitation. They sought to hide that exploitation behind 
the tautological premise that under competition supply and de¬ 
mand determine price, and price in turn determines supply and 
demand. 

Today the Stiglers, Chamberlins and Galbraiths are twisting 
their “science” in attempting to justify not only capitalist exploi¬ 
tation but also monopoly capitalisms drive to militarize the 
economy. They seek to hide finance capital's domination of gov¬ 
ernment as the economic counterpart of the growing drive to¬ 
wards fascism. They hope to obscure the truth that there is no 
solution to the contradictions which have given rise to the gen¬ 
eral world crisis of capitalism except in the establishment of 
socialism. To do all this, not only must they fly in the face of 
economic facts. They must even revise their own initial assump¬ 
tion that competition assures equitable distribution of wealth. 



58 


APOLOGISTS FOR MONOPOLY 


In an article published in the Atlantic Monthly and repub¬ 
lished in the Reader's Digest—an article obviously designed for 
the widest possible consumption—Harvard University Professor 
Sumner Slichter puts his finger on the reasons why such elaborate 
rationalizations are being developed to justify the continued 
presence of monopoly. He declares that the belief “that compe¬ 
tition is gradually being supplanted in many industries by mon¬ 
opoly” is a misconception which tends “to undermine confidence 
in the future and to convince many people that socialism is 
inevitable.” 5 

But despite the statistical “proofs” of diminishing monopoly 
and the unrealistic theories of “workable competition” provided 
by the various economists discussed above, the people of the 
United States and the world are moving toward a true recogni¬ 
tion of the desperate search by U.S. monopoly capital of max¬ 
imum profits as the source of the present drive towards war and 
fascism. 

A real program to curb monopoly capital's drive toward fas¬ 
cism and world domination has to be evolved w T ithin the frame¬ 
work of Big Power negotiations for peace and a program of jobs 
for all with higher living standards, expanded public works, and 
restoration of East-West trade. Such a program, which could be 
won by the united action of workers, farmers, the Negro people, 
and small businessmen, would include measures for curbing the 
power of monopoly, such as: 

1. Elimination of loopholes in existing antitrust laws and ade¬ 
quate enforcement to curb the growth of monopoly. 

2. Strong price controls to prevent corporations from reaping 
greater profits at the expense of the people. 

3. Labor representation at all levels of government to offset 
monopoly control of government policies and to defend the peo¬ 
ple’s interests. 

4. Legislation to protect labors rights, including repeal of the 
Taft-Hartley Act and establishment of higher minimum wages 
for all workers under federal law, to prevent monopolies from 
cutting wages below minimum living standards. 

5. Establishment of cooperatives of small working farmers to 
enable them to obtain the necessary machinery, transportation 
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and storage facilities to compete with the big corporation farms. 

6. Legislation to protect small businesses, including reduction 
of interest rates and provision of government loans to small con¬ 
cerns; and elimination of all federal and state laws and agencies 
which operate to squeeze out small business. 

7. Removal of loopholes in tax laws which permit large cor¬ 
porations to escape millions of dollars in taxes; restoration of the 
excess profits taxes without a bias which hurts small firms; and 
general reduction of taxes for the low-income groups. 

Such a minimum program is obviously not designed to end 
capitalist exploitation. Nor will it discourage large-scale produc¬ 
tion which is essential to raising living standards. But it will limit 
the profits of the monopolies and curb their power to establish 
fascism and embroil the people of the United States in a world 
war. 

Prominent economists may seek to obscure the danger inherent 
in the growing strength of monopoly capital. But the facts will 
expose the hollow shell of such fabrications. The people of the 
United States, the workers, farmers, and small businessmen, will 
unite to halt the economic and political growth of monopoly as 
they join together to win a lasting peace and real democracy. 
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